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USADB 

FOR NAC AGENCIES 

E . O. 1 1652: ADS, DECLAS, 9 /22/73 
TAGS: EFIN, EAID, RP 

SUB: PROPOSED ADB LOAN TO PHILIPPINES FOR ANGAT- MAGAT INTEGRATED 
AGRICULTURAL DEVELOPMENT PROJECT 

REF : MANILA 5793 DTD JUNE 23, 1972 

SUMMARY: ADB MANAGEMENT PROPOSES TOTAL OF $9.6 MILLION EQUIVALENT 
LOANS FROM SPECIAL AND ORDINARY FUNDS ($6.0 AND 
$3.6 MILLION, RESPECTIVELY) TO REPUBLIC OF PHILIPPINES TO 
FINANCE FOREX COSTS OF IMPROVEMENT AND EXPANSION OF IRRIGATION 
SYSTEMS FOR ANGAT AND MAGAT RIVERS, INCLUDING PROCUREMENT OF 
CONSTRUCTION EQUIPMENT AND CONSULTANT SERVICES FOR SUPERVISION 
OF CONSTRUCTION AND FOR ASSISTING IMPLEMENTATION OF COMPACT 
FARM, LAND REFORM, COOPERATIVE, AND CREDIT PROGRAMS USADB 
RECOMMENDS FAVORABLE NAC ACTION. 
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QM ADB DOC R53-73 WITH ATTACHEMENTS DESCRIBING PROPOSED 
LOANS POUCHED ADDRESSEES JUNE 7, 1973. BOARD CONSIDERATION 
SCHEDULED THURS, 28 JUNE. 

2. ADB MANAGEMENT PROPOSING LOANS OF $6 MILLION FROM SPECIAL 
FUNDS AND $3.6 MILLION FROM ORDINARY CAPITAL RESOURCES TO 
REPUBLIC OF PHILIPPINES ( RP). PROCEEDS WILL FINANCE FOREX 
COST IMPROVEMENT AND EXPANSION OF IRRIGATION, DRAINAGE AND 
ROAD NETWORKS; PROVISION OF EQUIPMENT AND MATERIALS FOR 
CONSTRUCTION AND OPERATION; CONSULTANT SERVICES TO SUPERVISE 
CONSTRUCTION AND TO ASSIST IMPLEMENTATION OF THE RELATED COMPACT 
FARM PROGRAM; PART OF COST OF PREVIOUS TA PROJECT PREPARATION; 

AND INTEREST AND OTHER CHARGES DURING CONSTRUCTION. PROPOSED 
TERMS ARE 30 YEAR AMORTIZATION INCLUDING 7- YEAR GRACE PERIOD 
FOR BOTH LOANS, AND 3 PERCENT INTEREST FOR SPECIAL FUNDS LOAN 
AND 7 1/2 PERCENT FOR ORDINARY CAPITAL LOAN. RP TO BE BORROWER, 

AND NATIONAL IRRIGATION ADMINISTRATION ( NIA) THE EXECUTING 
AGENCY. 

3. PROJECT IS OUTGROWTH OF BANK TA APPROVED BY BOARD JUNE 1972 

( SEE REFTEL) UNDER WHICH PROJECT PREPARED BY SANYU CONSULTANTS 
(JAPAN). TA PROJECT COST $144,000 OF WHICH $44,000 NOW IN- 
CLUDED IN PROPOSED LOAN ACCORDANCE WITH BANK' S POLICY. 

4. ANGAT RIVER IRRIGATION SYSTEM ( ARIS), ABOUT 40 KM NORTH 
OF MANILA IN BULACAN PROVINCE, BEGAN OPERATION 1927. HAS EX- 
PANDED TO 26,400 HA OF WHICH 13,400 HA HAVE ENOUGH WATER FOR 
YEAR- ROUND CULTIVATION. REMAINDER NOT IRRIGATED IN DRY SEASON 
OR WATERLOGGED IN WET SEASON. UNEVEN WATER DISTRICUTION FROM 
TOO FEW FARM DITCHES AND DRAINS AND TOO MANY FARM TURNOUTS. 
SERVICE ROADS COVER ONLY ONE AFIFTH OF AREA. PRODUCTIVITY 
FURTHERLIMITED BY LACK OF FERTILIZER, INCOMPLETE ADOPTION OF 
NEW SEED, AND IN ADQU ATE EXTENSION, BANKING, AND COOP FACILITIES. 
ARIS PORTION OF PROPOSED PROJECT TO IMPROVE MAIN AND SECONDARY 
CANALS, CONSOLIDATE EXISTING TURNOUTS, AND CONSTRUCT NW 
SECONDARY 

CANALS, FARM DITCHES AND SERVICE ROADS, TO EXPAND ARIS 
IRRIGATED AREA TO 29,620 HA AND MAKE IT SUITABLE FOR DOUBLE 
CROPPING. THE ADB WATER MANAGEMENT PROJECT IN ARIS AREA, 
COMPLETED AUG 1970, WAS CONSIDERED SUCCESSFUL DEMONSTRATION OF 
VALUE OF INTEGRATED AGRICULTURAL DEVELOPMENT PROGRAM. PROJECT 
RESULTED IN INCREASE OF AVERAGE YIELD FROM 2.3 TONS/ HAS IN 1967 
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TO 3.1 IN 1971 IN PILOT AREA, AND WATER USE EFFICIENCY FOR ARIS 
AREA FROM 25 PERCENT IN 1965-8 TO 47 PERCENT IN 1971. 

5. MAGAT RIVER IRRIGATION SYSTEM (MRIS) IN ISABELA PROVINCE 
ABOUT 360 KM NORTH OF MANILA. COMPLETED 1957 AND NOW COVERS 
34,000 IRRIGABLE HA, OF WHICH 24,000 IRRIGATED ENOUGH FOR DOUBLE 



Declassified/Released US Department of State EO Systematic Review 30 JUN 2005 




Declassified/Released US Department of State EO Systematic Review 30 JUN 2005 



CROPPING, YIELDING ABOUT AVERAGE 2.0 TONS/ HA OF RICE. FERTILIZER 
LITTLE USED AND CREDIT, SUPPLY OF INPUTS, EXTENSION, COOPS, 
PROCESSING, STORAGE, AND MARKETING ALL POORLY DEVELOPED. ARIS 
PORTION OF PROPOSED PROJECT TO REHABILITATE DIVERSION DAMS AND 
MAIN AND SECONDARY CANALS, AND CONSTRUCT NEW SECONDARY CANALS. 
TURNOUTS, FARM DITCHES AND SERVICE ROADS, TO INCREASE IRRIGATED 
DOUBLE CROPPING AREA TO 40,000 HA. 

6. ESTIMATED ONE YEAR NEEDED FOR PREPARATION AND THREE YEARS 
FOR COMPLETION OF PROJECT. RP TO PROVIDE $8.9 MILLION LOCAL 
CURRENCY COST. NIA TO ACT AS OWN CONTRACTOR UNDER FORCE 
ACCOUNT, USING NIA CONSTRUCTION EQUIPMENT AND MATERIALS PROCURED 
FROM LAON PROCEEDS. AND HIRING MANUAL LABOR WITH OWN RESOURCES 
FROM FARMERS' GROUPS BY COMPETITIVE BIDDING. FARMERS TO BE 
ENCOURAGED TO CONSTRUCT ADDITIONAL FARM ROADS. THIS DONE TO SAVE 
FOREIGN EXCHANGE COST, AND TO UTILIZE PRODUCTIVELY LARGE 
POOL OF UNEMPLOYED LABOR IN PROJECT AREAS. BANK HAS WORKED WITH 
NIA IN COTOBATO IRRIGATION PROJECT ( APPROVED NOV 1969 ) AND ON 
TECHNICAL ASSIST ANCETO WATER MANAGEMENT ( APPROVED JUNE 1968 
AND JUNE 1969 ) AND IS FAMILIAR WITH NIA' S COMPETENCE; 

BELIEVES NIA CAPABLE OF DOING BOTH FINAL DESIGN AND SPECS FOR 
CONSTRUCTION EQUIPMENT. HOWEVER. LOAN TO PROVIDE CONSULTANT 
SERVICES TO REVIEW DETAILED DESIGN, ADVISE ONCONSTRUCTION SUPER- 
VISION AND ASSIST IN IMPLEMENTING COMPACT FARM PROGRAM. COMPACT 
FARM IS GROUP OF ADJOINING FARMS COVERING 30-50 HA SHARING ONE 
FARM DITCH, ORGANIZED INTO SINGLE PRODUCTION UNIT BY COOPERATING 
IN PLANTING, HARVESTING. MARKETING, ETC. 
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LIMITED OFFICIAL USE SECTION 2 OF 2 MANILA 7224 

7. GOVERNMENT WILL ESTABLISH ANGAT- MAGAT INTEGRATED AGRICULTURAL 
DEVELOPMENT PROIECT COMMITTEE TO OVERSEE COORDINATION BE- 
TWEEN NIA AND SEVEN OTHER AGENCIES FOR PROVISION OF ESSENTIAL 
INPUTS ( CREDIT, COOPS, EXTENSION, ETC) AND PRIORITY 
IMPLEMENTATION OF LAND REFORM FOR PROPOSED PROIECT. NIA WILL 
ASSIGN A PROJECT MANAGER, AND AN ASSISTANT PROJECT MANAGER TO BE 

IN CHARGE OF EACH PROJECT OFFICE ( ANGAT AND MAGAT) WHICH WILL 
HAVE DIRECT RESPONSIBILITY FOR IMPLEMENTING PROJECTS. COMPACT 
FARM ACTION TEAM ( OF AGRICULTURALISTS, AG ENGINEERS, COOP 
AGENTS, AND CREDIT, EXTENSION, AND LAND REFORM SPECIALISTS) 

TO BE ATTACHED TO AGRICULTURAL DIVISION OF EACH PROJECT 
OFFICE TO DIRECT DIVISIONS' S EXTENSION WORKERS AND ADVISE ON 
COMPACT FARM FORMATION AND OPERATION. THREE DEMONSTRATION FARMS 
TO BE SET UP IN EACH AREA. GOVERNMENT EXPECTS COMPLETION 
LAND TRANSFER PROGRAM IN PROJECT AREAS BY JUNE 1975 AND HAS 
AGREED TO FORM COMPACT FARMS IN AREA, GIVE HIGHER PRIORITY TO 
DEVELOPMENT OF COOPS, PROVIDE ADEQUATE CREDIT, AND IMPROVE 
COLLECTION OF WATER RATES AND RAISE THEIR LEVEL. 

8. PROCUREMENT TO BE BY INTERNATIONAL COMPETITIVE BIDDING 
FROM ELIGIBLE SOURCES UNDER BANK' S GUIDELEINS FOR PROCUREMENT. 

FOR CONTRACTS $50,000 AND UP, AND BELOW THAT BY COMPETITION 
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FROM REASONABLE NUMBER OF SELECTED SUPPLIERS FROM MORE THAN 
ONE MEMBER OF BANK. PROCUREMENT UNDER SPECIAL FUNDS LOAN WILL 
BE LIMITED TO THOSE COUNTRIES HAVING CONTRIBUTED SPECIAL 
FUNDS. CONSULTANTS TO BE SELECTED FROM MEMBER COUNTRES IN 
ACCORD WITH GUIDELINES ON USES OF CONSULTANTS. PROCEEDS OF 
LOAN FROM ORDINARY CAPITAL TO FINANCE IMPORTED LOCALLY 
PROCURED ITEMS, SUCH AS CEMENT, STEEL AND POL ( OR THEIR IMPORT 
CONTENT UP TO 50 PERCENT OF PRICE), AND JEEPS, STATION 
WAGONS, MOTORCYCLES, AND WEED CUTTERS ( OR THEIR IMPORT CONTENT 
UP TO 70 PERCENT OF PRICE). 

9. PROJECT EXPECTED TO: RAISE INCOME OF THE 70,000 FARMERS 
IN ARIS AND MRIS AREAS; INCREASE PRODUCTION OF MILLED RICE 
185,000 TONS, CORN 20,000 TONS, AND SOYBEANS 15,000 TONS; 

AND TO PROVIDE ANNUAL NET $843:5 BENEFIT OF $7.5 MILLION AND 
ANNUAL FOREIGN EXCHANGE SAVING OF ABOUT $10 MILLION. ECONOMIC 
INTERNAL RATE OF RETURN ESTIMATED 24.2 PERCENT. USADB SUPPORTS 
PROPOSAL AND RECOMMENDS FAVORABLE NAC ACTION. 

10. USADB REQUESTING US MISSION PHILIPPINES CABLE COMMENTS FOR 
NAC AGENCIES PURSUANT TO STATE 119795 DTD 3 JULY 1972. 

HAMILTON 
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